
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

AN EXAMINATION BY THE PUBLIC SERVICE 1 
COMMISSION OF THE APPLICATION OF THE 1 
FUEL ADJUSTMENT CLAUSE OF LOUISVILLE 1 
GAS AND ELECTRIC COMPANY FROM 1 
NOVEMBER 1, 1990 TO OCTOBER 31, 1992 1 

CASE NO. 92-494 

O R D E R  

Pursuant to Commission Regulation 807 KAR 5r056, the 

Commission on December 4 ,  1992 established this case to review and 

evaluate the operation of the Fuel Adjuetment Clause ("FAC") of 

Louisville Gas and Electric Company ("LGLE") for the 2 years ended 

October 31, 1992, and to determine the amount of fuel cost that 

should be transferred (rolled-in) to its baee rates to reestablish 

its FAC charge. 

As part of its review, the Commission ordered LG&E to submit 

certain information concerning it6 fuel procurement, its fuel 

usage, and the operation of its FAC. LG&E submitted this 

information on December 18, 1992. A public hearing was held in 

this case on February 18, 1993 at which Marty Blake, Greg Cantrell, 

Mark McAdams, Steve Seelye, and Greg Winter, LG6E officials, 

testified. 

LG&E proposed that the month of February 1991 be used by the 

Commission as the base period (test month) for the purpoee of 

arriving at the base fuel cost [F(b)J and the KWB Sales [S(b)l 

components of its FAC. It further proposed that its base fuel cost 



be changed to 12.57 mills per K W H ,  the actual fuel cost for the 

proposod base period. LG&E'a current base Puel coat ie 13.19 mill!! 

per K W H .  

In establishing the appropriate level oP base fuel cost to be 

included in LG&E's rates, the Commission must determine whether the 

proposed base period fuel cost per K W H  is representative of the 

level of fuel cost currently being experienced by LGcE. The 

Commission's review of generation mix, generation unit outages, and 

generation unit availability discloses that the month of February 

1991 ie a reasonably representative generation month for LGCE. The 

analysis of LGbE's monthly fuel clause filings showed that the 

actual fuel cost incurred for the 2-year period in question ranged 

from a low of 10.44 mills per K W H  in November 1991 to a high of 

13.40 mills per K W H  in December 1 9 9 0 ,  with an average cost for the 

period of 11.71 mille per KWH. Based upon this review, the 

Commission finds that LG&E has complied with Commission Regulation 

807 K A R  51056 and that the propoeed base period fuel cost of 12.57 

mills per K W H  should be approved. 

In implementing a new base period fuel cost, ths Commieaion 

recognizes that cycle billing creates the potentlal for 

underrecovery of fuel costa. LG&E bills its cuetomers on a daily 

cycle basis. Customers are billed only after service is received. 

The average LG&E customer has a billing period which etraddleo 2 

calendar months. As a result, the customer's monthly bill i e  
partially for usage in the current calendar month and partially for 

usage in the prior calendar month. As the change in the base 
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period fuel cost will occur during the billing period, not at Its 

beginning, LQ&E facee the prospect of seeeasing ita customers a 

fuel adjustment charge baaed on an incorrect baee period fual cost 
Por a portion of the billing period. 

Thin problem ie compounded by the lag in billing cuetomern for 

the FAC rate. Each customer incurs a FAC charge with every billing 

period. Because of the time required to calculate the precise 

charge for that billing period, however, the charge incurred is not 

actually billed until two billing periods later.' 
The Commiseion hae faced thin problem in prior caeea' and ham 

found that, while no precise eolution exiete, a reaeonable solution 

is to average the base period fuel cost prior to and aftor roll-in 
in computing the fuel adjustment charge for the billing period in 

which the new base period Puel Cost (after roll-in) becomes 
~~ 

I Conmider the following example: The new bane period fuel cost 
i o  established (18 12.57 mille per KWH effective for eervice 
rendered on and after July 1, 1993. Assume the actual fuel 
costs for May and June 1993 are 14.19 and 15.19 mills per KWH, 
reepsctively. Since half of May sales are billed in May and 
the other hale is billed in June, the baee fuel cost of 13.19 

applicable fuel adjustment charge Cor May would be 1.00 mills 
par KWH (14.19 - 13.19) and would be recoverable from 
customera beginning with the first cycle billed in July 1993, 
The recovery oP June fuel coats would not be as eanily 
computed since that half of the ealea billed in June would be 
eubject to the old baee fuel coat oP 13.19 mills per KWH and 
the other hale would be eubject to the new baee fuel cost of 
12.57 mills per KWH. 

mille per KWH would apply to both months. Thus , the 

Came NO. 8056, An Examination By The Public Service P-FP omm ne on OP The Application Of The Fuel Adjustment Clause Of 
Louirrville Gae And Electric Company Pursuant To 807 KAR 
5:056E, Sections l(11) and (12). 
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affective.' The use of this procedure in the caee at bar, the 

Commiesion believes, will eliminate any material impact on L ~ c E  and 

its customere from the roll-in of the fuel cost to base ratee. 

The Commission, having considered the evidence of record and 

belng otherwise sufficiently advised, finds that: 

1. LO&E has complied with the provisions of 807 KAR 5 1 0 5 6 .  

2. The test month of February 1991 ehould be used a8 LQLE'e 

base period for this review. 

3. LG&E'e proposed base period Puel cost oP 12.57 mille per 

KWH should be approved. 

4. The establishment o f  a base fuel cost of 12.57 mille per 

KWH requires a transfer (roll-in) of c.62> mille per KWH from the 

PAC rate to LG&E's base rates and can best be accompliehed by a 

unlform decrease in all energy charges. 

5. The rates and Charges in Appendix A reflect the tranrfer 

(roll-in) to base rates of the differential between the current 

base fuel cost of 13.19 mills per KWH and the proposed fuel coat of 
12.57 mills per KWH. 

~~ 

Applying this method to the example preeented in Note I, the 
base fuel cost for June would be the average of the bane Cue1 
cost after roll-in of 12.57 mills per KWH and the baee fuel 
cost before roll-in of 1 3 . 1 9 ,  or 12.88. Thue, the fuel 
adjustment charge Por June would be 2.31 mille per KWH (15.19 - 12.88) and would be recovered from the customere beginning 
with the first cycle billed in August. 

1 
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6. The rates in Appendix A, attached hereto and incorporated 

herein, are fair, just and reaeonable and ehould be approved for 

oorvico rendered on and after July 1, 1993. 

7. The FAC rate for May 1993, which will be billed in July 

1993, should be computed using the baee fuel coet prior to roll-in 

of 13.19 mills per KWH. 

8. The FAC rate for June 1993, which will be billed in 

August 1993, should be computed Using a baee fuel Coet of 12.88 

mills per KWH, the average of the base fuel coete prior to and 

after roll-in. 

9. The FAC rate for July 1993 and succeeding months ehould 

be computod ueing the base fuel Cost of 12.57 mille per KWH. 

IT I8 THEREFORE ORDERED that: 

1. The chargee collected by LOGE through the FAC for the 

period November I, 1990 through October 31, 1992 be and they hereby 

are approved. 

2. LGGE'E proposed base period fuel coet of 12.57 mille per 

KWH be and it hereby 16 approved. 

3. The rate6 in Appendix A are fair, juet and reaeonable and 

are approved for aervice rendered on and after July I, 1993. 

4. The current base rate of 13.19 mills per KWH shall be 

uaed to compute the FAC rate €or Mny 1993. 

5 ,  The average base fuel Cost Of 12.88 mille per KWH shall 

be uaed to compute the FAC rate for June 1993. 

6 .  The base fuel coet of 12.57 mille per KWH ahall be used 

to compute the FAC rate for  July 1993 and succeeding montha. 
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7. Within 30 days from the date of this Order, LOGE ohall 
file with this Commission its reviaed tariff sheet8 setting out the 

rates approved herein. 

Done at Frankfort, Kentucky, thie 5th day of April, 1993. 

PUBLIC SERVICE COMMISSION 

+ L L /  V ce airman 

ATTEST: - 
1 \ M %  

Executive Director 



APPENDIX A 

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE 
COMMISSION IN CASE NO. 92-494 DATED A p r i l  5 ,  1993 

The following rate: and charges are prescribed for the 

customers in the area served by Louisville Cas and Electric 

Company. All other rates and charges not specifically mentioned 

herein shall remain the same as those in effect under authority of 

this Commieeion prior to the effective date of this Order. 

ELECTRIC SERVICE 

RESIDENTIAL RATE  RATE sc HEDULE R 
Ratel 

Winter Rate: 

First 600 kilowatt-houre per inonth 5.7490 per KWH 
Additional kilowatt-hours per month 4.4260 per KWH 

Summer Ratel (Applicable during 4 monthly billing 

Flret 600 kilowatt-hours per month 6.2310 per KWH 
Additional kilowatt-hours per month 6.411C per KWH 

(Applicable during 8 monthly billing 
periods of October through May) 

perlode of June through September) 

Rater - 
4.1800 per kilowatt-hour 

GENERAL SERVICE RATE 
jRATE GCH EDULE C S l  

Rate: - 
Winter Rate: (Appllcable during 8 monthly billing 

periods of  October through May) 

All kllowatt-hours per month 6.1600 per KWH 



Summer Rater (Applicable during 4 monthly billing 
period6 of June through September) 

All kilowatt-houro per month 6.9450 per KWH 

SPECIAL RATE FOR ELECTRIC SPACE HEATING SERVICE 
R A T ~ L E  cas 

Rate: 

heating season the rate shall be 4.4090 per kilowatt-hour. 

- 
For all consumption recorded on the esparate metor during the 

LARGE COMMERCIAL RATE - 
Rate: - 

Energy Charge: 

All kilowatt-houre per month 2.9780 par KWH 

LARGE COMMERCIAL TIME-OF-DAY RATE 

Rate: 

Enerqy Charae: 

All kilowatt-houre per month 2.9780 per KWH 

Rate: 

Energy Charge: 

All kilowatt-houre per month 2.5500 per KWH 

INDUSTRIAL POWER TIME-OF-DAY RATE 
JRATE SC HEDULE LP - TODl 

Rate: 

Energy Charge: 
2.5500 per KWH 
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Rates: - 
TYPE OF UNIT 

OVERHEAD SERVICE 

OUTDOOR LIGHTING SERVICE 
- 3  

RATE PER MONTH PER UNIT 

Installed 
Pr lor to 

Mercury Vapor January 1, 1991 

100 Watt 
175 Watt 
250 Watt 
400 Watt 

1000 Watt 

High Pressure Sodium Vauor 

100 Watt 
150 Watt 
250 Watt 
400 Watt 
1000 Watt 

UNDERQROUND SERVICE 

Mercury Vauor 

100 Watt - Top Mounted 
175 Watt - Top Mounted 

High Pressure Sodium Vapor 

70 Watt - Top Mounted 
100 Watt - Top Mounted 
150 Watt - Top Mounted 
150 Watt 
250 Watt 
400 Watt 
1000 Watt 

$ 6.86 
7.73 
8.73 

10.55 
19.11 

$ 7.62 
9.74 

11.46 
12.02 
-0- 

$12.01 
12.74 

$10.70 
14.13 
-0- 

19.25 
22.03 
24.17 

-0- 

Installed 
After 

December 31, 1990 

$ -0- 
9.12 

10.16 
12.11 
21.71 

$ 7.62 
9.74 

11.46 
12.02 
26.46 

$12.74 
13.70 

$10.70 
14.13 
17.12 
19.25 
22.03 
24.17 
54.36 
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Ratesi - 
TYPE OF UNIT 

OVERHEAD SERVICE 

Mercury Vapor 

PUBLIC STREF?T LIGHTING SERVICE 
_(RATE SCHEDULE PS Ll 

RATE PER MONTH PER UNIT 

100 watt 
175 Watt 
250 Watt 
400 Watt 
400 Watt (Underground Pole) 

1000 watt 

High Pressure Sodium Vapor 

100 watt 
150 Watt 
250 Watt 
400 Watt 

1000 Watt 

UNDERGROUND SERVICE 

Mercury Vapor 

Installed 
Prior to 

January 1, 1991 

100 Watt - Top Mounted 
175 Watt - Top Mounted 
175 Watt 
250 Watt 
400 Watt 
400 Watt on State of ICY 

H i g h  Pressure Sodium Vapor 

70 Watt - Top Mounted 
100 Watt - Top Mounted 
150 Watt - Top Mounted 
150 Watt 
250 Watt 
250 Watt on State of KY 
400 Watt 

1000 watt 

Pole 

Pole 

$ 6.16 
7.18 
8.13 
9.66 
14.07 
17.80 

$ 7.37 
8.80 

10.50 
10.84 
-0- 

$10.11 
11.02 
15.00 
15.98 
18.73 
10.96 

$10.70 
11.10 
-0- 

19.24 
20.35 
10.31 
21.71 
-0- 

Installed 
After 

December 31, 1990 

$ -0- 
8.94 
9.99 
11.94 

-0-  
21.46 

$ 7.37 
8 .80  

10.50 
10 84 
24.64 

$12.48 
13.52 
21.36 
22.41 
24.36 
-0- 

$10.70 
11.10 
16.42 
19.24 
20.35 
-0- 

21.71 
50.52 
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Incandescent 

1500 Lumen 
6000 Lumen 

$ 8.25 
10.76 

STREET LIGHTING ENERGY RATE 
(RATE SCH EDULE SLEL 

Rate: 

3.8126 per kilowatt-hour 

TRAFFIC LIGRTING ENERGY RATE 
(RATE SC HEDULE TLEL 

4.8260 per kilowatt-hour 

SPECIAL CONTRACT FOR ELECTRIC SERVICE 
CARBIDE SPECIAL CONTRACT 

Energy Charge 

All KWH 

Energy Charge 

All KWH 

Energy Charqe 

All KWH 

$ -0- 
-0- 

1.7820 per KWH 

SPECIAL CONTRACT FOR ELECTRIC SERVICE 
E. I. DUPONT DE NEMOURS SPECIAL CONTRACT 

1.8500 per KWH 

SPECIAL CONTRACT FOR ELECTRIC SERVICE 
FORT KNOX SPECIAL CONTRACT 

2.4440 per KWH 
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SPECIAL CONTRACT FOR ELECTRIC SERVICE 
LOUISVILLE WATER COMPANY SPECIAL CONTRACT 

Enerqy Charqe 

All KWH 1.9760 per KWH 
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